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STATEMENT  ON  BEHALF  OF  SEABOARD  AIR  LIN* 

BAItWAT  COMPANY.  „ 


By  W.  J.  HARAHAN,  Prendent. 

May  8, 1917. 


BEJjX)KK  THE 

Interstate  Commerce  Commission. 


IN  THE  MATTER  OF  ADVANCE  IN  FREIGHT 

RATES. 


STATEMENT  ON  BEHALF  OF  SEABOARD  AIR  LINE 
RAILWAY  COMPANY.  BY  W.  J.  HARAHAN,  PRESI- 
DENT. 


The  Seaboard  Air  Line  Railway  Company  requires  an  in- 
crease in  rates  so  as  to  provide  a  greater  revenue  to  enable 
it  to  perform  its  duties  to  the  pubHc  eflBciently.  To  demon- 
strate the  necessity  for  this  increa.^e,  we  should  lirst  prove  that 
we  are  faithfully  complying  with  proper  business  conditions. 

For  the  succ^sful  conduct  of  railroad  business,  I  deem  it 
essential  that  they  should  have : 

1.  Proper  accotrnting  methods, 

2.  That  the  railroads  should  be  properly  managed,  and 

3.  That  they  should  have  rates  sufficient  to  allow  ade- 
quate maintenance  of  the  property,  and  in  addition  thereto 
provide  a  net  income  which  will  allow  the  payment  of  a 
reasonable  return  upon  the  investinent,  which  shall  be  suffi- 
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ciently  stable  to  make  the  securities  of  the  company  attract- 
ive by  reason  of  the  supeiior  credit  standing  thus  estah- 
lished. 

The  word  "proper"  I  use  in  its  greatest  possible  breadth. 

The  accounting  requirements  of  the  Interstate  Commerce 
Commission  are  such  as  insure  that  proper  accounting  must 
be  had  if  those  requirements  are  religiously  carried  out. 
There  is  no  question  but  what  this  is  being  done  by  this 
company^  and,  as  we  are  subject  to  the  regulations  of  the  In- 
terstate Commerce  Commission  and  also  to  its  inspection — 
which  is  by  no  means  perfunctory — and  as  we  are  honest  and 
earnest  in  attempting  to  co-operate  with  the  Commission^  I 
feel  that  that  requirement  is  fully  met. 

With  reference  to  the  second  requirement,  that  is,  proper 
management:  The  Seaboard  Air  Line  Kailway  Company, 
for  the  year  ending  Dec^ber  31, 1916,  had  remaining  from 
a  gross  revenue  of  $26,184,487,25,  a  net  income  of  $1,612,- 
010.62,  not  considering,  however,  the  item  of  discount.  It 
was  operated  for  a  ratio,  not  including  taxes,  of  66.96  per 
cent,  the  detail  ratios  of  operation  being  as  follows: 


Maintenance  of  way  and  structures   12.17 

Maintenance  of  equipmeut  14,93 

Traffic  expenses   3.47 

Conducting  trane^rtation   •  83.07 

Gmeral  ezpaises    2.90 

MlaceUaneous  and  TraBq[KHtatien  for  investment—  42 


Ttotol   66.96 


There  are  certain  railroads  in  our  territory  which  have 
conditions  in  many  ways  similar  to  those  attending  the 
Iteration  of  this  company's  property.  By  taking  the  sta- 
tistics of  these  railroads  for  the  period  of  five  years  ending 
June  30,  1916,  so  as  to  obtain  a  more  representative  result 
than  one  year's  figures  can  give,  the  following  comparisons 
occur : 
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A.  G.  L.    Southern,     CofGa.   Average.     S.  A.  L. 


Maintenance     of  way 

and    striietiires    13.30  12.84  14.04         13.12  12.50 

Maintenauce  of  equii)- 

nient    KI.OO  ](;.54  18.22         10.*;<)  14.00 

Traffic    ].8(3  3.01  3.15           2.U8  3.3<; 

TransiKu-tation    34.^2  34.80  34.43         34.85  35. UO 

General,  Miscellaneous 

and  Transportiition 

for  iavestmeat— Cr. .  2.91  3.14  3.30         3.08  3.1G 


Total    00.06        70.42        73.14        70.33  ti8.8S 


Usius:  the  game  railroads  for  the  same  period  and  taking  the  fol- 
lowing expeiit-es,  these  comparisons  occur: 


A.  C.  L.  Soathem.     C.  of  6a.  Average.     S.  A.  L. 

M.  W.  &  S.  expense : 

rcr  mile  of  road   $985.10  $1.223.0:i  $075.07    $1,10<3.74      $937. (>! 

Per  mile  of  track...  703.42  870.50  734.32       810.80  736.72 

Loeoniotive  repairs  (af- 
fected by  tlie  size) : 

Per  engine  mile   7.5^  O.Or'  S.Od          8.5^^  S.H,;* 

Per  engiiie  owned...  $2,052.83  $2^.0G  $2^7.31   $2»237.53  $2^.98 

Passenger  car  r^Mirs : 

Per  car  owned   $757.60  $716.29  $632.04     $718.79  $746.32 

Per   mile,  exdustve 

of  Pullman.......  1.4#  1.2#  1.3^        .1.3^  1.2t 

Freight  car  r^Hiirs: 

Per  car  owned   $65.29  $69.90  $81.15      $60.70  $58.22 


These  figures  indicate  quite  clearly  that  the  roads  in  this 
territory  are  (grating  for  about  the  siime  relative  figure^^, 
and  to  one  who  is  familiar  with  the  conditions  which  each 
road  has  to  encoiinterj  the  differences  hetween  the  individual 
ratios  or  unit  costs  are  accounted  for  by  some  Avell-known 
characteristic  of  the  various  properties.  For  instance,  one 
line  may  have  more  double  track  than  another  and  more 
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bide  traekSj  thus  entailing  a  higher  ratio  for  maintenance  of 
way  and  structures;. another  may  have  more  locomotives  and 
frei^t  cars  than  the  other,  requiring  higher  ratio  of  main- 
tenance of  equipment,  whicli  expense,  however,  the  lower 
ratio  line  sustains  in  per  diem ;  one  line  may  have  traffic  rela- 
tions with  lines  having  a  kindred  ownCTship^  requiring  a 
less  cost  for  outside  traffic  solicitation  than  the  other;  trans- 
portation ratios  are  affected  by  differences  in  grade  line ;  and 
a  road  having  no  coal  on  its  line  is  very  vitally  a£fected  by 
the  necessity  of  having  to  pay  freight  rates  on  its  coal  in- 
stead of  transporting  it  entirely  over  its  own  line.  These 
comparisons  indicate  economical  operation  by  the  Seaboard, 
its  total  ratios  being  less  than  the  rest  of  the  other  lines,  and, 
consequently,  less  than  the  average.  The  unit  figures  indi- 
cate that  for  maintenance  the  Seaboard  is  not  spending  an 
extravagant  amount  per  unit  in  comparison  with  other  rail- 
roads. 

It  is  anticipated  that  the  gross  earnings  of  this  company 
under  the  present  rates  will  increase  about  $1,700^000  for 
the  calendar  year  ending  December  31,  1917,  as  compared 
with  that  ending  December  31,  1916. 

It  is  calculated  that  for  this  calendar  year,  considering 
only  increased  coste  which  are  now  effective,  or  increased 
costs  which  we  are  able  to  make  such  a  close  estimate  on  as 
makes  a  practical  certainty,  that  the  increased  expexises  from 
such  costs  will  be  as  shown  below.  These  figures  are  based 
on  ultra-conservative  lines.  For  instance^  where  we  have 
negotiations  with  employees  where  they  are  requesting  cer- 
tain wageSj  we  have  not  taken  their  full  request  as  represent- 
ing the  probable  cost  of  the  increase,  but  have  taken  only 
Avhat  we  haA^e  offered  them  and  which  they  have  not  as  vet 
accepted  in  some  cases.  In  the  other  items  of  increase,  we 
have  token  what  is  the  lowest  increase  that  we  can  probably 
hope  to  make,  the  idea  being  to  be  ^tremely  conservative: 
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Increase  in  wages  now  effective: 
Eight-hour  law  increases,  which  cannot  be  offset 
by  savings  made  by  changes  ia  methods  of 


operation   ♦   $388,791 

Mechanics   ,   10,G00 

Operators    20,039 

Roadway  foremen  •   37,100 

Unskilled  mecdumical  lat>or   79,497 

Undcilled  trade  labor   46,408 

MiBceUaneoiu   21,707 


Total   $664^42 


Lowest  increase  that  we  can  hope  to  nmke  in  settlements 
now  in  process  of  n^otiatlon  or  under  consideration  by 
reason  of  requests  from  the  men  and  to  meet  tbe  condi- 
tions occasioned  by  the  law  of  supply  and  demand   291,000 

(Probably  will  run  to  not  less  than  $375,000.00). 


Increase  in  cost  of  materials : 


Coal    ?954,573 

Cross-ties    110,618 

Mochnnical  clopartmont  materials   355.047 

Roadway  department  materials   180.701 

Stationery    73,771 

Other  transportation  supplies   04,314 

Lubrication    1,076 


Total   1J53.360 

Increase  in  taxes   119,308 

Per  diem: 

Increase  in  rates  to  75  cents   $136^1 

Increase  due  to  increased  f  r^ht  revenue :  Freight 
rev^ue  per  car  per  day  $3.01^  or  24.7%  for  per 
dian    162^ 

Total    298^1 

Amount  additional  to  that  allowed  for  in  tlie  above  which 
it  will  be  necessary  to  spend  in  conducting  transportation 
item  alone  to  take  care  of  the  additional  i?lJ00,00O.0O  ex- 
pected gross  revenue   $290,000 


Grand  total 


$3,306,361 
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Therefore,  unless  an  increase  in  rates  can  be  bad,  we  will 
be  in  the  position  at  the  end  of  this  calendar  year  of  having 
had  the  lieavie^t  earnings  in  the  history  of  the  railroad,  with 
no  net  income  therefrom,  the  increased  expenses  above 
shown  bdng  sufficient  to  absorb  the  $1,612,010.62  net  in- 
come which  we  had  as  a  result  of  operation  for  the  last 
calendar  year,  and,  in  addition  thereto,  tlie  expected  $1,700,- 
000  increase  in  gross  earnings,  and  to  attain  this  result  will 
require  rigid  economy  in  the  operation  of  the  property.  A 
disastrous  lluod,  such  as  occurred  last  summer,  or  some  other 
unforeseen  casualty  or  cause  of  expense,  might  even  cause  a 
deficit 

I  submit  that  this  proves  that  an  emergency  exists  requir- 
ing relief  through  increase  in  net  earnings,  but  I  feel  that 
this  is  really  the  culmination  of  a  situation  which  has  been 
developing  for  a  number  of  years.  Up  to  this  time  its 
progress  has  been  insidious,  taking  place  by  slow  degrees. 
This  condition,  however,  has  brought  it  to  a  head.  All  car- 
riers are  affected  in  a  similar  manner  so  far  as  the  burden 
incident  to  the  sustaining  of  additional  expense  is  concemedj 
and  as  none  of  them  seem  to  have  been  enjoying  an  unrea- 
sonable return  on  their  investments,  it  would  seem  that  they 
should  require  similar  relief.  Upon  consideration^  it  was 
felt  that  a  percentage  increase  in  all  freight  rates,  except  as 
s{)ecified  in  the  applications  on  file,  represented  the  least 
burdensome  way  of  providing  the  necessary  ino^ases.  So  far 
as  this  company  is  concerned,  the  percentage  of  increase 
should  be  greater  than  fifteen  per  cent  in  order  to  meet  its 
necessities  as  I  shall  show  later.  Fifteen  per  cent,  however, 
seemed  to  be  the  consensus  of  opinion  as  to  what  it  was  ad- 
visable to  ask  for,  in  view  of  the  conditions  applying  to  the 
various  lines,  each  one  of  course  having  its  own  peculiar 
^tuation.  The  emergency  has  been  created  by  war  condi- 
tions and  the  eight-hour  law.  The  figures  which  are  shown 
above  indicate  that  out  of  the  total  of  $3,306,381,  that  the 
increase  in  expenses  is  proportioned  between  the  several  causes  j 
as  follows: 
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Eight-hour  law   10% 

Other  wages  affected  by  the  war  couditions   15% 

Increased  cost  of  materials   53% 

Increase  in  taxes  •   4% 

Increased  per  diem....   9% 

Otik^  iucreaaee    9% 


I  fell  that  this  emergency  existed  prior  to  January  1, 1917, 

but  on  account  of  the  steady  and  unexpected  rise  in  prices  it 
did  not  disclose  itself  in  a  way  tliat  made  the  railroads  cer- 
tain until  the  January  results  of  operation  were  ascertained, 
when  it  was  perceived  that  it  was  an  emergency  requiring 
immediate  treatment.  The  only  way  to  determine  when  the 
necessity  is  passed  is  to  watch  the  results  of  operation  for  the 
changes  which  will  d^ote  such  result. 

It  would  seem  that  there  can  be  no  ciuestion  but  what  the 
prices  will  continue  to  advance  during  the  war,  and  there  is  * 
good  reason  to  believe  that  they  will  be  maintained  for  sev^^al 
years  after  the  war,  although  such  an  opinion  can  only  be 
classed  a^  a  guess,  as  there  is  very  little  data  upon  which  any 
deiinite  opinion  can  be  based.  The  principal  items  making 
up  the  materials  used  by  the  railroads  consist  of  coal,  iron, 
cross  ties,  and  lumber.  These  articles  were  below  normal  in 
1915,  not  greatly  above  normal  in  191G,  but  have  risen  un- 
precedently  in  1917.  The  average  increase  in  the  price  of  all 
material  used  by  this  company  is  estimated  to  be  39.3  \jev  cent 
for  this  calendar  year,  in  contradistinction  to  the  fifteen  per 
cent  increase  in  rates  asked  for.  An  example  of  the  increased 
price  of  equipment  may  be  cited  in  the  case  of  Mallet  engines, 
which  were  purchased  at  a  cost  this  year  of  $73,730,  the 
price  of  which  two  years  ago  would  have  been  about  $33,- 
500,  an  increase  of  120  pw  cent  We  have  recently  pur- 
chased some  Santa  Fe  engines  at  $53,905,  an  increase  of  140 
per  cent  over  the  price  two  years  ago.  The  increase  in  the 
price  of  ventilated  box  cars  recently  quoted  is  152.4  p«  cent  - 
higher  than  we  paid  for  the  same  car  three  years  ago,  and 
that  price  has  now  incr^aed  since  this  quotation. 
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A  situation  which  has  occurred  in  the  South  Atlantic  States 

will  have  a  very  ,^ieat  effect  on  pricOvS  in  the  future,  that  is,  the 
movement  of  thousands  of  negroe;*  to  the  North  to  take  the 
place  of  immigrants  of  former  years,  a  portion  of  whom  will 
never  return  but,  on  the  contrary,  will  encour*^  otheis  to 
join  them.  The  plenitude  of  labor  in  these  States  in  the  past 
is  the  principal  reason  why  labor  costs  have  not  reached  as 
liigli  a  level  as  in  other  parts  of  the  country.  This  condition 
seems  to  have  permanently  changed,  and  must  mean  a  higher 
level  of  prices  for  materials  used  on  tliese  railways.  During 
the  war  there  will  probably  also  be  some  scarcity  of  labor  due 
to  the  withdrawal  of  men  for  use  in  the  war. 

In  considering  increased  burdens  whit  h  this  company  will 
have  to  sustain,  we  have  not  considered  the  question  of  land 
grants  in  any  way,  as  the  only  land-grant  railway  we  have  is 
a  small  amount  located  in  the  State  of  Florida,  where  it  is 
not  probable  we  will  have  to  move  a  great  many  troops. 

The  total  amoimt  of  increase  in  wages  affecting  this  com- 
pany during  the  period  January  1  to  March  31,  1917,  re- 
sulting from  advances  in  wage  rates  which  became  effective 
since  December  31,  1916,  is  $120,086.77.  However,  this 
does  not  represent  the  proportionate  amount  of  increase  which 
we  will  have  to  sustain  as  compared  with  the  last  calendar 
year,  because  of  the  fact  that  a  miml}er  of  the  increases  which 
^xe  now  have  became  effective  during  that  period.  And  be- 
sides this,  there  will  be  a  number  of  increases  which  became 
effective  since  March  81,  and  a  number  that  we  are  now 
negotiating  that  will  become  effective  before  or  after  that,  all 
of  which  are  shown  in  the  table  on  page  5.  Of  these  in- 
creases in  wages,  there  has  been  included  in  the  monthly  re- 
port of  operating  expenses  to  the  Tntcrstale  Commerce  Com- 
mission $r)3,0G()j  $40,000  of  which  is  due  to  the  operation  of 
the  Eight  Hour  Law,  leaving  an  estimated  balance  of  $62,- 
895  yet  to  he  charged  on  account  of  the  Eight  Hour  Law. 
The  total  amount  attributaljle  to  the  lOight  Hour  Law  for 
Hiese  three  months  is  estimated  to  be  $102,895. 
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The  percentage  which  the  $120,086.77  bears  to  the  total 
operating  revenue  is  L54  per  cent  and  to  the  total  operating 

ex]>enses  2.29  per  cent,  and  net  operating  revenue  -4.09  per 
cent. 

Our  average  cost  at  the  mines  of  coal,  per  ton  of  two  thou- 
sand pounds,  was,  in  January,  1917,  $1.30  against  90  cents  in 
January,  191();  in  Februai'v,  1917,  $1.47  against  91  cent.^  in 
February,  1916 ;  in  March,  1917,  it  was  $1.52  against  90  cents 
in  March,  1916.  These  increases  in  the  cost  of  coal  per  ton 
resulted  in  an  increased  expense  during  the  three  months  end- 
ing March  31,  1917,  of  $185,123.  The  present  contract;^  ex- 
pire on  June  30, 1917 ;  new  contracts,  ^ective  July  1, 1917, 
have  already  been  agreed  to,  and  the  average  mine  cost  per 
ton  under  them  is  $1.85  against  an  average  cost  in  1916  of 
90  cents,  an  increase  of  89  cents  or  93  per  cent  There  have 
heen  no  changes  in  the  division  of  coal  rates  during  the  three 
months  in  question  which  in  any  way  affect  the  freight 
charges  which  the  Seaboard  pays  on  its  fuel  coal.  However, 
the  increases  eflFective  since  March  31, 1917,  in  coal  rates  will 
increase  the  freight  charges  whicli  the  Seaboai'd  must  pay  on 
its  fuel. 

The  cost  per  tie  fw  the  three  months  was,  for  fu^t-chus 
oak,  70  cents  against  52  cents;  firsix^lass  pine,  60  cents 
against  39.5  cents;  fii-st-cla^^s  cyi>re.s.Sj  GO  cents  against  oU 
cents;  average  63  cents  against  42.4  cents. 

During  the  three  months  ended  March  31,  1917,  th^  has 
been  no  increase  in  operating  expenses  due  to  tlie  increased 
current  price  of  rail,  as  all  of  our  rail  was  contracted  for 
previous  to  this  period,  and  our  needs  are  provided  for  up  to 
June  30,  1917. 

The  increased  cost  of  other  material  and  supplies  during 
the  three  nK>nths  ended  March  31,  1917,  was  $159,672. 

Notwithstanding  the  fact  that  gross  revenue  for  the  three 
months  ended  March  31,  1917,  increased  $919,788,  net  in- 
come decreased  $193,751. 

Th^  Seaboard  ba^  made  no  matwial  change  in  rates  since 
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January  1, 1917,  either  in  increases  or  reductions,  that  would 
inalerially  affect  its  operating  revenue. 

From  calculations  which  we  have  made  up  to  this  time, 
the  readjustments  incid^t  to  the  fourth-section  findings 
and  orders  ha\e  increased  the  Seaboard's  gross  freight  rev- 
enues not  more  than  two-tenths  of  one  per  cent,  which  means 
tliat  the  increases  resulting  from  tiiese  changes  repr^ent  a 
total  addition  of  approximately  $31,000  per  annum  to  the 
Seaboard's  gross  revenues.  As  a  matter  of  fact,  the  Sea- 
board's average  per  ton-mile  eamigigs  on  merchandise  for 
the  calendar  year  of  1916  were  less  than  the  year  1915.  1 
mention  ^^merchandise"  because  the  merchandise  rat^es  are 
mainly  the  rates  which  have  so  far  been  affected  by  tlie 
fourth-section  readjustment  The  total  rate  per  ton  per  mile 
on  all  tralfic  was  also  materially  less  in  1916  than  in  1915, 
the  comparative  figures  being  9.73  mills  for  1916  and  10.44 
mills  for  1915.  I  have  based  this  statement  upon  the  cal- 
endar year  1916  so  that  any  increases  in  rates  occurring  dur- 
ing that  period  are  included  in  the  figures  which  1  am  using. 

In  the  Seaboard's  territory,  there  have  been  no  increases 
in  lumber  rates  since  January  1,  1913,  except  an  advance 
of  one  cent  in  western  lumber  rates,  which  became  effective 
March  16,  1917,  but  this  increase  is  not  yet  reflected  in  the 
Seaboard's  earning  statements;  on  Hie  other  hand,  the  Sea- 
board has  made  very  material  reductions  in  lumber  rates  to 
the  East;  in  fact,  froni  a  large  part  of  its  lumber  producing 
territory  the  rates  to  the  East  have,  since  January  1,  1913, 
been  reduced  from  one  to  three  cents  per  hundred  pounds. 
As  a  matter  of  fact,  the  Seaboard's  earnings  per  ton  per  mile 
on  lumber  were,  in  1916,  6.56  mills,  as  compared  with  7.18 
mills  in  1915.  It  may  be  well  to  explain  in  connection  with 
the  one  cent  advance  in  western  rates,  effective  March  16, 
1917,  that  this  represents  the  entire  advance,  and  that  the 
Seaboard's  proportion  of  this  amount  is  very  small. 

Broadly  speaking,  the  level  of  the  existing  interstate 
freight  rates  in  th§  South  i§  not  higliey  than  has  been  prQ- 
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scribed  or  approved  by  your  Honorable  Commission ;  there- 
fore^ for  the  purposes  of  this  question,  it  must  be  assumed 
that  the  present  rates  were  reasonably  low  under  transporta- 
tion conditions  existing  at  the  time  of  their  establishment. 

A  reasonable  freight  rate  must  have  due  regard  to  two  im- 
portant factors,  L  e., 

(a)  The  cost     the  service; 

(b)  The  value  of  the  sen  ice  to  the  shipper. 

As  to  the  cost  of  the  service,  I  will  show  that,  during  this 
year,  the  Seaboard's  increased  cost  of  service  will  exceed  its 
requested  gross  revenue  increase  from  these  advances  in  rates 
by  more  than  $2,000,000.  From  the  standpoint  of  cost 
alone,  it  is,  therefore,  apparent  that  the  rates  should,  from 
tlie  Seaboard^s  standpoint,  be  increased  more  than  fifteen 
per  cent,  and  that  any  increases  in  rates  necessary  to  over- 
come its  increased  transportation  costs  would  be  reasonable. 

As  to  the  value  of  the  service  to  the  shipper,  it  seems  to 
me  quite  clear  that  the  value  to  a  shipper  of  a  transportation 
service  increases  as  the  value  of  his  shipment  increases. 
It  is  witliin  common  knowled^>e  that  practically  every- 
thino*  that  is  sliipped  has,  within  the  past  year  or  more, 
reached  values  almost  unprecedented.  My  observation 
is  that  the  shii)pers  along  our  line  are  very  much  more 
interested  in  *>ettins  their  products  to  markets  than  in  any 
question  of  freight  rates.  We  have  had  instances  of  crate 
material  shipped  by  expre^.  Traffic  which  has  heretofore 
moved  at  low-water  rates  now  pays  the  hi.i>her  all-rail  rates. 
The  cry  of  at  least  the  Southern  country  is  for  cars  and  for 
efficiency  of  transportation  service.  The  avera^  increase  in 
tlio  values  of  articles  shipped  very  much  exceeds  fifteen  per 
cent.  T  do  not  believe  that  an  increase  of  fifteen  per  cent  in 
freight  rates  will  prevent  the  shipment  of  any  traffic  which 
is  dependent  upon  the  Seaboard  tor  transportation.  On  tiie 
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other  hand,  I  am  satisfied  that  the  individual  shippers  on 
our  line  would  willingly  consent  to  even  a  greater  increase 
Uian  liiteen  per  cent  if  they  could  thereby  be  assured  of  sutii- 
cient  transportation  facilities. 

Speaking  from  the  moi?t  intimate  knowledge  of  the  sub- 
ject, i  know  tliat  tliis  pro[)erty  is  being  operated  for  as  little 
money  as  it  should  be  under  the  conditions  which  surround 
its  operation.  To  show  just  how  we  determine  our  expenses, 
1  should  like  to  state,  somewhat  in  detail,  some  of  our 
methods: 

First,  to  determine  the  amount  of  money  which  must  be 

^ipent  in  maintenance  of  way  and  structures  to  maintain 
the  railroad  in  safety  and  to  determine  what  shall  be  spent 
for  maintenance  of  equipment  so  as  to  comply  with  a  proper 
business  policy,  we  make,  at  the  beginning  of  the  year,  a 
\cry  careful  calculation  by  men  who  are  entirely  familiar 
with  all  the  circumstances  which  govern  such  determination, 
including  condition  of  the  roadbed,  of  traffic,  of  density  of 
traffic,  of  equipment,  and  any  condition  which  might  be 
likely  to  affect  the  expenses  in  question. 

So  far  as  maintenance  of  way  and  structures  is  concerned, 
there  is  an  irreducible  minimum  below  which  we  cannot  go, 
because  in  doing  so  we  infringe  on  safely,  which  is  not  al- 
lowable under  any  conditions.  There  is,  however,  a  maxi- 
mum amount  that  can  be  spent  most  economically,  but  which 
must  be  determined  for  each  individual  railroad.  I  do  not 
believe  it  is  true  that  the  lai'ger  amount  you  spend  for  main- 
tenance the  more  economicsd  you  are,  because  I  believe  that 
a  superfluous  amount  can  be  spent,  producing  waste.  It  is 
midoubtedly  true,  hoW'Cver,  that  the  railroad  spending  an 
adequate  amount  must  of  necessity  be  able  to  perform  better 
and  more  economic  service,  because  of  the  avoidance  of  ex- 
penses in  other  departments  of  operation  which  may  not  be 
avoided  unless  such  adequate  amount  is  spent.  For  instance, 
if  track  is  maintained  in  an  adequate  manner,  trains  are  en- 
abled to  get  over  the  road  iii  good  shape^  there  wiU  be  in^ 
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finitely  less  hazard  of  derailment,  t<Hinage  trains  can  be 

])ulled  with  mucli  iL>,reater  ease  and  better  time  made,  and 
tliere  will  be  that  general  saving  in  expenses  which  is  always 
apparent  in  any  budness  where  facilities  are  maintained  on 
a  high-p;rade  basis  as  compared  with  a  contrary  policy. 

This  is  also  true  with  reference  to  maintenance  of  equip- 
ment, because  of  the  apparent  fact  that  locomotives  main- 
tained in  prime  condition  are  less  liable  to  cause  accid^ts, 
le.-^s  likely  to  cause  delays  to  trains  on  the  road,  can  pull 
their  tonna.ue  with  greater  ease  and  are  more  apt  to  produce 
uninterrupted  movement  to  traffic.  This  is  again  reflected 
in  j^ross  eaminj»s  when  engines  and  cars  are  always  in  con- 
dition to  be  furnished  upon  the  demands  of  tlie  ])ul)lic  so  as 
to  take  care  of  tlie  maximum  amount  of  business  which  can 
be  done  with  the  facilities  owned  by  the  railroad. 

Therefore,  there  is  a  determinate  maximum  which  it  is 
pro;)or  to  spend. 

While  transportation  dqmrtment  expenses  are  necessarily 
bound  to  fluctuate  greater  than  that  of  the  other  departments, 
witli  a  cTcater  or  less  amount  of  business,  yet  there  are  many 
of  the  expenses  of  conducting  transportation  which  can  also 
be  predetermined  in  a  way  so  that  they  may  be  placed  on 
such  a  basis  that  they  will  fluctuate  in  a  proper  ratio  with  the 
rise  and  fall  of  business. 

The  other  expenses  of  operation,  that  is,  tratlic  and  gen- 
eral expenses,  are  also  carefully  analyzed  and  planned. 

AVhen  the  determination  as  to  the  maximum  and  mini- 
mum amount  of  money  which  can  be  spent  is  reached,  a 
careful  estimate  is  made  as  to  what  the  gross  rev^ue  will 
probably  be.  An  allotment  is  then  made  to  the  various  de- 
partments for  their  expenses  in  accordance  with  the  prin- 
ciples above  enumerated,  that  is,  that  safety  must  not  be 
transgressed  and  that  Hiere  must  not  be  a  supcarfluous  amount 
spent  in  maintenance. 

The  various  departments  are  then  required  to  keep  care- 
ful records  from  week  to  week  as  the  year  goes  on  to  insure 
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that  they  keep  within  these  expenses.  Gross  earnings  are 
also  watched  from  week  to  weekj  and  if  the  earnings  increase 
beyond  the  prior  estimate  and  if  it  is  felt  that  more  can  be 
spent  with  economy  than  the  first  allotments,  additional 
amounts  are  allotted.  If  the  gross  revenue  decreases,  then 
it  is  necessary  to  decrease  the  allotment,  but  never  beyond 
a  point  below  the  irreducible  minimum  above  referred  to,  be- 
cause it  is  necessary  to  spend  at  least  that  minimum  for 
safety.  It  may  be  also  advisable  to  increase  the  charge  for 
maintenance  of  equipment  if  conditions  warrant  or  it  may 
be  necessary  to  decrease  it  if  earnings  decrease  suffici^tiy 
so  that  it  may  be  seen  that  the  entire  equipment  will  not  be 
needed. 

This  does  not  end  the  supervision ,  however,  because  we 
then  specialize  on  the  various  details  of  operation  of  the  de- 
partments. For  instance,  we  may  be  able  to  introduce  a 
labor-saving  device  which  will  enable  us  to  handle  material 
cheaper  than  it  has  been  previously  handled.  We  take  ad- 
vantagie  of  that  device  and  eith^  save  that  amount  of  money 
or  put  it  into  the  property  if  it  is  economical  to  do  so. 

We  check  in  detail  the  ()[)eration  of  our  stations  to  deter- 
mine whether  or  not  freight  is  being  handled  as  cheaply  as 
it  can,  and  for  the  purpose  of  arriving  at  a  proper  conclusion 
as  1o  this  fact,  we  first  calculate  at  what  price  freight  should 
be  handled  for  and  we  denominate  that  as  a  hundred  per 
cent.  We  then  strive  to  attain  the  hundred  per  cent  or  as 
near  thereto  as  possible.  The  same  specialization  is  made 
with  reference  to  the  cost  of  handling  cars  in  yards  and  in 
ease  of  turning  engines. 

This  railroad  keeps  a  check  of  the  cost  of  operating  every 
individual  freight  train  on  the  railroad  every  day,  comparing 
U  with  and  striving  for  an  attainable  one  hundred  per  cent. 
We  obtain  bids  for  'our  supplies  of  all  character  and  pur- 
chase them:  from  the  lowest  and  best  bidder. 

We  closely  scrutinize  requisitions  for  all  materials.  We 
issue  our  mat^als  by  what  is  known  as  the  supply  toain^  re- 
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quiring  as  much  as  possible  the  return  of  old  and  worn  out 
tools  and  other  supplies  in  the  issuance  of  new  ones.  Tills 
train  also  picks  up  as  much  of  our  scrap  as  practicable.  We 
reclaim  such  part  of  the  scrap  material  as  we  can  through  a 
reclamation  department,  which  is  showing  some  startling 
results  during  the  present  high  price  of  materials  and  which 
will  continue  to  show  good  results  at  any  price  of  materials. 
We  have  in  use  a  rolling;  mill,  rerolling  the  old  iron  which 
we  pick  up  along  the  line  of  road,  and  which  is  showing 
some  splendid  results,  not  only  in  decreasing  the  pri(»  of  our 
material^  but  in  the  quality  of  iron  produced. 

We  thus  endeavor  to  be  sure  as  possible  that  every  item  of 
expense  that  we  incur  means  that  we  will  receive  a  corre- 
sponding benefit  therefrom,  in  fact,  we,  check  with  as  much 
thoroughness  as  possible  all  of  our  detailed  operations,  bear- 
ing in  mind,  however,  that  the  entire  field  of  operation  must 
he  watched  so  as  not  to  lose  sight  of  economy  in  its  larger 
and  broader  phases  by  reason  of  such  a  close  obeerration  of 
smaller  afTairs  that  the  greater  is  lost  sight  of,  and  also  hear- 
ing in  mind  the  fact  that  it  may  be  economical  to  spend  in 
one  department  if  by  so  doing  more  money  will  be  saved  in 
another  department. 

This  method  is  not  confined  to  our  operating  accounts,  but 
we  also  analyze  in  detail  our  income  accounts,  observing  the 
changing  tendencies  of  the  various  items  that  go  to  make  up 
the^e  accounts  and  make  whatever  arrangements  changing; 
conditions  require  and  whatever  economies  the  situation  will 
allow. 

*  While  it  is  necessarj'^  to  have  and  to  use  records  in  order 
that  a  true  knowledge  of  the  situation  may  be  obtained,  yet  to 
my  mind  a  post  mortem  analysis  and  discussion  of  operating 
results  alone  does  not  lead  to  the  obtaining  of  as  good  results 

as  intelligent  and  comprehensive  planning  for  future  ex- 
penses does. 

It  surely  cannot  be  contended  by  any  business  man  that  a 
state  of  affairs  in  which  the  entire  revenue  of  a  property  is 
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piiid  out  and  no  net  income  left  can  be  satisfactory.  It  must 
be  considered  tliat  this  does  not  allow  any  return  on  any  of 
oar  stock,  nor  does  it  allow  a  cent  of  money  for  the  purpose  of 
carrying  on  improvements  to  the  property  that  should  he  car- 
ried forward  in  order  to  provide  the  most  effective  service  for 
the  public.  This  railroad  should  spend  on  its  property  not 
less  than  $3,500,000  per  annum  for  improvement  in  its  facili- 
ties and  $5,000,000  for  equi])ment,  hased  on  existing  prices. 
Based  on  prices  prior  to  the  pre.-ent  high  i)riceSj  these  amounts 
would  run  about  $2,500,000  each.  This  does  not  provide 
money  for  additional  mileage  in  the  way  of  extensions  to  the 
property.  There  should  be  provided  for  out  of  earnings  the 
amount  necessary  to  provide  those  facilities  which  are  of 
themselves  not  productive  of  adequate  interest  -on  the  invest- 
ment,  such  as  new  depots,  elimination  of  grade  crossings,  in- 
crease in  weight  of  rail^  paving  streets  adjacent  to  right  of 
way,  charges  for  replacing  ol^lete  facilities  and  other  non- 
productive investments.  It  is  proper  to  issue  new  capital  for 
those  investments,  the  use  of  which  will  produce  fully  ade- 
quate interest  on  the  investment,  being  careful  to  consider  all 
possnble  contingencies.  The  new  capital  should  be  secured 
by  the  sale  of  stock  and  l)onds  in  the  proportion  that  will  pro- 
duce the  lowest  ultimate  charge  to  the  business.  In  order 
that  the  lowest  cost  of  doing  tosiness  can  be  attained,  it  is 
necessary  that  the  road  have  a  good  credit,  which  can  only  be 
obtained  by  having  a  sufficient  equity  in  the  j)roperty  on  the 
part  of  the  stockholders,  so  that  the  bondholders  will  be  so  en- 
tirely safe  that  speculation  will  be  as  remote  as  practicable  so 
far  as  the  bonds  are  concerned,  and  this  in\'olves  the  payment 
of  some  rea^ionabie  return  on  the  stock,  and,  in  addition 
thereto^  a  net  income  sufficient  to  provide  those  improve 
ments  which  should  be  provided  from  net  income. 

In  so  far  as  the  capitalization  of  this  ])roi)erty  is  concerned, 
I  have  no  question  in  my  mind  hut  that  the  valuation  which 
is  being  made  in  accordance  with  the  Valuaticm  Law  will 
g^ow  that  thiii  property  is  worth  not  less  than  the  amount  at 
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which  it  is  capitaliaed.  When  the  Valuation  Law  was  passed, 
I  had  an  estimate  made  as  to  the  probable  cost  of  r^roduc- 

tion  and  I  found  from  such  estimate  that  such  cost  of  repro- 
duction would  be  more  tiian  our  capitalization.  The  total 
amount  of  capitalization,  confide  of  the  f<^owing: 

Bonds  $120,717,500 

Equipmeut  trusts   5,501,021 

gtock    60.950,800 


Total   $1S7.16».321 


or  $54,228  per  mile.  The  net  income,  before  interest  de- 
duction, earned  the  last  calendar  year,  represented  4.02  per 
cent  on  this  investm^t;  surely  it  cannot  be  said  that  this  is 
an  extravagant  interest  on  the  investm^t 

We  feel  that  we  should  be  allowed  a  net  income,  under  pres- 
ent conditions,  of  at  least  $3,000,000,  lifty  per  cent  of  which 
we  would  use  to  pay  some  return  upon  our  stock,  the  remain- 
ing fifty  per  cent  to  take  care  of  improv^ents  in  acccnrdajice 
with  the  principles  above  set  out,  thereby  building  up  the 
credit  situation  which  we  desire  to  attain.  If  we  could  receive 
an  increase  on  our  entire  freight  revenue,  inter-  as  well  as 
intra-state,  it  would  reijuire  an  increase  of  sixteen  and  two- 
thirds  per  cent  on  this  entire  revenue  to  furnish  this  amount. 
Fifteen  per  cent  on  the  int^tate  freight  revenue  will  not 
produce  anything  like  it 

The  company  now  known  as  the  Seaboard  Air  Line  Rail- 
way Company  was  originally  organized  as  the  Seaboard  Air 
Line  Railway  on  July  1, 1900,  and  has,  therefore,  hew  in  ex- 
istence for  nearly  seventeen  years,  having  been  organized  as 
a  result  of  the  consolidation  of  a  number  of  small  roads. 

The  average  return  upon  the  capitalization  anoe  its  organ- 
ization has  been  only  3.24  per  cent. 

The  gross  earnings  have  increased  from  $10,184,613.96  in 
the  fiscal  year  ^ding  June  30,  1901,  to  $26,184,487.25  for 
the  calendar  year  ending  December  31,  1916. 
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The  railroads  are  today  in  a  starving  condition. 

If  this  company  could  spend  the  amount  of  money  which 
I  have  stated  above  as  being  necessary  upon  its  property,  the 
people  along  its  line  would  receive  much  more  benefit  than 
the  cost  occasioned  by  the  hacrease  in  rates  necessary  to  build 
up  the  credit  situation  sought,  because  of  the  more  efficient 
service  that  necessarily  could  be  rendered,  making  for  greater 
r^ularity  in  service,  which  would  mean  such  improved 
service  to  the  communities  as  would  enaUe  them  to  better 
conduct  their  activities  and  regulate  their  affairs  on  a  more 
stable  basis.  It  would  mean  the  lessening  of  hazard  of  acci- 
dents, tlie  greater  regularity  in  the  movement  of  passenger 
trains  and  the  ^i^ter  certainty  of  the  receipt  of  freight  at 
regular  intervals,  enabling  merchants  to  carry  less  stock  than 
they  can  when  the  service  is  not  so  efficient.  In  addition  to 
all  of  this,  there  is  the  profit  coming  in  to  the  communities 
by  reason  of  the  expenditure  of  the  amounts  necessary  to 
provide  the  facilities  for  which  this  money  will  be  furnished. 
Another  good  effect  of  a  steady  credit  situation  is  the  ability 
to  employ  a  regular  force,  only  changing  as  increased  by  in- 
creasing buisness,  making  a  permanent  citizenship  and  act- 
ing to  the  best  ad\  antage  of  the  merchants  along  the  line  ot 
the  railroad  and  also  acting  to  the  benefit  of  the  railroad  in 
enabling  it  to  do  its  work  at  the  least  cost  by  reason  of  being 
able  to  maintain  an  absolutely  permanent  organization,  which 
advantage  would  eventually  redound  to  the  profit  of  the  com* 
munity  as  a  whole,  because  of  the  lessening  of  cost  of  doing 
business  resultant  therefrom.  It  is  very  hard  to  put  all  of 
these  benefits  into  actual  figures,  but  I  am  convinced  that 
the  thinking  man  who  has  had  occasion  to  observe  the  prog- 
ress of  events  and  who  has  seen  the  conditions  brought  about 
by  reason  of  the  restriction  of  the  spending  ability  of  the 
railroads  will  agree  that  this  condition  will  follow  as  surely 
as  night  follows  day. 

Another  thing  to  be  considered  gravely  is  the  necessity 
for  having  our  railroads  in  the  very  best  condition  as  a  necea- 
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sary  precedent  to  preparedness  for  the  purposes  of  the  war. 
There  has  been  nothing  which  has  been  developed  more 
clearly  by  the  war  in  Europe  than  the  fact  that  the  transpor* 
tation  facilities  of  the  country  form  a  very  important  part  of 
its  necessities  for  defense.  In  war,  prompt  service  is  de- 
manded, and  the  service  should  be  rendered  as  dl&ciently  as 
possible,  which  can  only  be  brought  about  by  having  all  the 
facilities  necessary  to  so.  render  it. 

This  company  in  conmion  with  many  other  companies  so 
situated  cannot  now  place  securities  except  in  the  shape  of 
slioi't  term  loans,  without  paying  a  prohibitive  rate  of  inter- 
est. I  believe  it  needs  no  proof  to  demonstrate  that  state- 
ment. Your  attention  waa  called  by  Mr.  Harrison,  in  the 
statement  he  made  before  the  Commission  on  March  27th, 
•to  the  fact  that  the  Southern  Kailway  had  recently  tried  to 
sell  bonds  on  what  was  consid^d  a  favorable  plan  to  in- 
vestors, but  was  unable  to  do  so. ,  Surely  if  one  of  the  strong- 
est railroads  in  the  South  is  in  this  situation,  what  may  be 
expected  of  other  roads? 

8o  far  as  this  company  is  concerned,  I  know  that  it  has 
been  managed  as  economically  as  it  could  be  under  the  con- 
ditions with  which  it  has  had  to  contend,  and  I  am  con- 
vinced from  a  close  study  of  the  situation  and  discussion 
with  the  officers  of  other  roads  with  whom  I  come  in  contact 
that  the  same  is  true  generally.  The  result  is  as  shown 
above,  and,  therefore,  the  situation  calls  for  some  constructive 
action.  The  railroads  under  these  conditions  cannot  afford 
to  be  economic  in  the  sense  of  doing  the  many  things  that 
should  be  done  to  bring  about  the  utmost  economy.  They 
are  compelled  to  do  many  things  which  are  makeshift  be- 
cause they  do  not  have  the  money  necessary  to  carry  out  the 
broadest  economic  policy.  For  instance,  on  our  railroad  we 
have  been  compelled  to  postpone  the  purchase  of  power  be- 
yond a  period  when  we  should  have  purchased  it  to  bring 
about  the  best  economic  future  operation.  We  have  also 
been  compelled  to  postpone  the  purchase  of  other  equipment 
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under  the  same  conditions.  We  have  been  compelled  to  posir 
pone  the  erection  of  fadlities,  the  provision  of  which  would 

mean  great  economies.  I  have  in  mind  the  fact  that  we 
should  &pmd  a  large  amount  of  money  at  Portsmouth,  Vir- 
ginia, our  northern  terminus,  for  the  provision  of  fadlities 
to  take  the  place  of  facilities  wliich  are  now  congested  and 
Avhich  were  built  at  a  period  when  conditions  were  radically 
different  from  what  they  are  today^  being  out  of  date  and 
causing  undue  expense  in  operation.  The  provision  of  this 
facility  would  cause  the  saving  of  a  large  amount  of  money 
in  operation  as  well  as  saving  in  loss  and  damage  claims,  reg- 
ularity in  handUng  freight,  etc.  We  should  double  track 
our  railroad  from  Hamlet^  North  Carolina,  to  Norlina,  North 
Carolina,  requiring  about  135  miles  of  double  track.  To  do 
so  would  mean  greater  facility  in  operation,  which  would 
mean  the  saving  of  large  amounts  of  money  and  lessening  of 
liazard.  We  should  provide  better  terminal  facilities  at 
Savannali,  Georgia.  We  need  to  increase  our  terminals  at 
Atlanta,  Georgia.  There  are  other  points  at  which  we  should 
s]>end  money  for  the  provision  of  facilities^  etc.  We  hope  to 
do  these  things  in  time^  but  in  the  meanwhile  the  public 
and  ourselves  lose  the  benefit  of  the  improvements,  both  in 
the  lack  of  sufficient  facilities  and  on  account  of  the  loss  of 
economy  in  operation.  We  need  a  large  addition  to  our  me- 
chanical facilities  to  enable  us  to  keep  our  equipment  at  all 
times  in  as  serviceable  condition  as  the  business  of  the  com- 
munity may  require.  The  latest  nuuliinevy  enables  equip- 
ment to  be  put  through  the  shop  in  much  quicker  tune  than 
without  it-  The  result  is  efficiency  in  operation,  meaning 
the  saving  of  money  and,  what  is  more  important,  tbe  ability 
to  furnish  all  the  equipment  that  you  own  to  the  public  when 
their  needs  require  it. 

I  know  that  this  Commission  appreciates  the  grave  respon- 
sibilities that  rest  upon  it,  as  w^ell  as  the  other  commissions 
which  may  cause  expense  to  the  railroads  by  reason  of  regu- 
lation. We  are  being  pressed  from  all  sides  today  to  put  in 
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additional  facilities,  such  as  block  signaling  our  railroad, 
elimination  of  grade  m>si»n^  building  new  depots,  putting 

on  additional  passenger  service,  keeping  on  unremunerative 
passenger  service,  and  many  other  things  that  the  public 
desires  done.  We  should  like  to  do  all  these  things,  but  we 
cannot  do  them  if  we  cannot  get  suffici^t  revenues  allowed 
us  to  provide  for  them.  So  that,  in  the  final  analysis,  if  the 
railroads  are  honestly  and  properly  managed,  responsibility 
for  lack  of  facilities  and  lack  ot  service  is  more  with  a  lac^  of 
sufficient  rates  than  with  the  railroads  themselves.  No 
thinking  railroad  man  Avould  like  to  see  regulation  aban- 
doned, because,  it  is  the  only  protection  tlmt  the  rsMlroads 
have  to  stay  the  hand  of  those  who  will  not  be  fair  and  those 
whose  desire  is  only  limited  l)y  their  ability  to  obtain.  With- 
out the  commissions,  I  feel  there  would  be  chaos.  I,  there- 
fore, do  not  regard  them  as  a  liability,  but,  on  ihB  c<mtrary, 
regard  them  as  an  asset. 

For  the  reasons  given  above,  I  feel  that  the  railroads  must, 
in  order  to  enable  them  to  perf(Mtn  effectively  their  duty  to 
the  public,  have  the  full  fifteen  per  cent  increase  granted  ihmk 
wbicli  they  now  request.  So  far  as  this  company  is  con- 
cerned, it  is  estimated  that  the  increase  asked  for  would  pro- 
duce, if  effective  July  1,  1917,  $1,080,000  for  this  cal^idar 
year.  This  is  not  nearly  enou^  to  meet  our  requirements  as 
herein  outlined.  It  must  be  remembered  that  for  the  next 
calendar  year  the  increases  in  expenses  will  be  very  much 
higher  because  of  the  fact  that  we  are  cabled  this  year  to  take 
advantaji'e  of  existing  contracts  which  we  have  but  which  ex- 
pire before  the  next  calendar  year.  It  is  hardly  likely  that 
before  tiiat  period  there  will  be  a  diminution  of  any  the  in- 
creases in  expenses  above  shown  because  even  though  the 
war  should  end,  I  do  not  believe  that  the  diminution  of  ex- 
penses will  be  great  enough  to  cut  very  much  figure.  So  far 
as  wages  are  concerned,  they  absolutely  will  not  be  lower  ex- 
cept in  a  very  few  instances.    Although  this  increase  will  not 

meet  the  conditions  laid  down  above,  it  is  our  hope  that  with 
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increased  gio.ss  in  the  future,  with  the  economies  produced  if 
we  can  spend  the  money  to  provide  greater  faciUties  and  pos- 
sibly some  decrease  in  the  increased  costs  above  shown  when 
conditions  again  become  near  normal,  that  we  will  eventually 
reach  a  point  where  we  can  attain  the  dedred  situation  from  a 
credit  standpoint.  This  shows,  therefore,  that  the  net  in- 
come, instead  of  being  increased  by  reason  of  the  iiiorease  in 
rates,  will  actually  be  decreased  on  account  of  the  great  in- 
creases shown  in  expenses*  The  decreased  amount  thus  left 
will  be  devoted  to  the  purposes  of  providing  betterments  and 
improvements  in  line  with  the  policy  outlined  heretofore. 

It  is  the  cry  at  times  like  this,  when  railroads  are  asking  for 
increases  in  rates,  that  if  the  railroads  will  attempt  to  obtain 
more  economic  operation  that  they  will  obtain  large  savings. 
Such  statements  are  usually  glittering  generalities.  This 
C<»nmii^ion  will,  of  course,  require  analyses  of  how  such  sav- 
ings could  be  made  before  giving  them  credence.  There  may 
be  some  abuses  which  can  ])e  corrected,  but  most  of  them  re- 
quire joint  action  on  the  part  of  all  railroads.  The  railroads 
have  been  progressing  fast  along  these  lines  for  some  years, 
but  it  is  a  gradual  process  which  must  be  worked  out  in  the 
evolution  of  business.  It  is  impossible  to  set  down  a  definite 
cost  which  might  be  saved  if  certain  alleged  reforms  could  be 
had,  such,  for  instance,  as  pooling  freight  cars,  elimination  of 
roun(lal)out  routes,  su])erfluous  passenger  service  between  defi- 
nite points,  abolishment  of  reconsigning  privileges,  mainte- 
nance of  what  may  seem  to  be  duplication  of  forces,  such  as 
soliciting  forces,  etc.  Many  of  these  so-called  abuses,  how- 
ever^ are  continued  l^ecause  of  the  demand  of  the  public,  and 
many  of  them  will  require  laws  to  correct,  because  to  abolish 
some  of  them  would  contravene  existing  laws;  some  of  these 
reforms  the  public  would  not  agree  to,  because  of  the  curtail- 
ing of  accommodations  for  which  they  are  willing  to  pay  the 
money  necessary  to  obtain.  I  do  not  desire  to  belittle  these 
]>ropositions,  however,  but  they  will  be  worked  out  in  time. 
The  situation  that  confronts  us,  however,  now  is  an  actual 
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condition  and  not  a  theory.    The  fact  of  the  matter  is  lliat 

we  cannot  take  advantage  of  these  reforms  at  the  present  day, 
because  they  have  not  been  worked  out  and  it  is  not  the  fault 
of  the  railroad  companies  that  they  have  not  hem,  and  they 
are  being  worked  out  as  business  will  allow. 

A  serious  question,  the  effect  of  which  is  unknown  now  and 
which  will  probably  be  of  great  moment,  is  the  question  of 
taxes.  If  tax  laws  for  the  raising  of  revenue  for  the  imme- 
diate future  are  so  framed  as  to  put  a  large  expense  on  the 
railroads,  it  would  mean  a  very  definite  and  distinct  burden 
on  th^,  which  they  would  find  it  hard  to  bear  and  which 
this  increase  will  not  provide  for. 
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